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PASS TREASURY AND FEDERAL RESERVE 

E.O. 11652: N/A 
TAGS: EFIN, I A 

SUBJECT: FINAL COMMENTS ON ECONOMIC FORECASTS FOR JAPAN 1974-75 
REF: A. TOKYO 11386; B. TOKYO A-585 

1. SUMMARY: AFTER CAREFUL REVIEW OF FORECASTS PREVIOUSLY 
SUBMITTED (SEE REFTEL AND REFAIR), FINATT HAS NOT 
ALTERED HIS PROJECTIONS FOR REASONS GIVEN BELOW. 

END SUMMARY. 

2. THERE IS NO REASON TO CHANGE PREVIOUS BELIEF THAT "SLOW 
GROWTH" PATH IS MOST LIKELY. 

3. INDUSTRIAL PRODUCTION AND PRICES: NO IMPROVEMENTS HAVE 
BEEN MADE IN METHODOLOGY AND NO CHANGES IN FORECAST VALUES. 

4. BALANCE OF PAYMENTS: BREAK DOWN OF PAST VALUES OF 
IMPORTS INTO QUANTITY AND PRICE COMPONENTS NOT CONSIDERED 
PARTICULARLY RELIABLE, HENCE FORECAST OF FUTURE VOLUME AND 
PRICES AND ULTIMATELY IMPORT VALUES MAY BE SUBJECT TO SUB 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 TOKYO 12219 200600Z 

STANTIAL ERRORS. PROJECTION OF EXPORT VALUES ALSO SUBJECT 
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TO ERRORS. THESE TWO ERRORS MAY WELL CANCEL EACH OTHER 
SO THAT FORECASTS OF TRADE BALANCE, ESPECIALLY TREND, IS 
CONSIDERED MORE RELIABLE. PROVISIONAL AUG TRADE FIGURES 
(TOKYO 12034) CONFIRM FINATT'S BELIEF THAT FORECAST OF 
TRADE BALANCE PROBABLY MORE RELIABLE THAN SEPARATE FORE- 
CASTS OF EXPORT AND IMPORT VALUES. DESPITE ABOVE QUALI- 
FICATION ON B/P FORECAST, FINATT HAS NO STRONG REASONS 
TO ALTER FORECAST OF TRADE BALANCE AND OF CURRENT 
ACCOUNT, ESPECIALLY FOR LAST HALF 1974. 

SHOESMITH 
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